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JAMAICA KEY ECONOMIC INDICATORS 
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INCOME, PRODUCT & EMPLOYMENT 1977 1978 


GDP at current prices in J$ millions 3713 
GDP at 1974 constant prices in J$ millions 1955 
GDP at current prices in US$ millions* 2426 
GDP at 1974 constant prices in US$ millions* 1278 
Mean population ('000s) 2123 
Per capita GDP in current J$ 1749 
Per capita GDP in 1974 constant J$ 921 
Per capita GDP in current US$ 1143 
Per capita GDP in 1974 constant US$ 602 
Average unemployment (2) 24.5 
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OUTPUT OF MAJOR PRODUCTS ('000 long tons). 


Bauxite (total tonnage mined incl. tonnage 

used fer local alumina production) 11736 
Alumina 2107 
Cement 289 
Sugar 287 
Bananas (exports) 75 


MONEY SUPPLY AND PRICES 


Money supply (M-1), end of year in J$ millions 
Consumer prices, end of year 

(January 1975 = 100) 
Prime commercial lending rate (%) 


BALANCE OF PAYMENTS & TRADE 


Net foreign exchange reserves, end of 
year (US$ millions) 
Public external debt at end of year incl. 
gov't guaranteed loans in US$ millions 
Annual external debt service 
Balance on current account in US$ millions* 
Exports (f.o.b.) in US$ millions* 
U.S. share (7) 
Imports (c.i.f.) in US$ millions* 
U.S. share (2) 


TOURISM 
Landed visitors ('000s) 


* 


Converted at an exchange rate of US$1 = J$1.25 in 1977; US$1 = J$1.53 in 1978; 
and US$1 = J$1.78 in 1979. 





SUMMARY : 


Jamaica's major economic indicators deteriorated in 1979 and 
the first half of 1980, continuing a trend which started in 
1973 and will continue into the near future. Jamaica's already 
acute economic problems have been further exacerbated by 
mounting oil price increases and the Government's March 1980 
abandonment of key IMF financing programs. To cope with 
unfavorable external factors and its own internal shortfalls, 
the Government has pared all but basic food and fuel imports 
and has moved to reduce its budget in real terms. However, 
these policies have not ameliorated Jamaica's economic position, 
as performance continues to suffer from a lack of imported raw 
materials and spare parts. 


With the exception of tourism, Jamaica's other major economic 
sectors -- bauxite/alumina, agriculture, and manufacturing -- 
experienced declines in 1979. Their performance in 1980 has 
been more favorable in only two of these four major sectors, 
bauxite/alumina and tourism. Overall manufacturing output 
will decline further even though significant gains have been 
made in exports, especially to CARIMCOM countries. The 
agricultural sector remains beset by deep-seated structural 
problems, particularly with regard to the dominant sugar and 
banana crops and a lack of foreign exchange for imported 
inputs has hampered production. In August 1980, the 
agricultural sector suffered further damage from Hurricane 
Allen. 


While the United States remains Jamaica's chief trading partner 
and its principal foreign investor, there are lingering doubts 
about the viability of the island's recent economic course, 
notably Jamaica's ability to finance its foreign exchange 
obligations. In fact, the Government will have more difficulty 
in meeting its scheduled payments in the final quarter of 1980 
than ever before. National elections were held in late October 
when, the challenger, Edward Seaga, won a decisive victory over 
incumbent Michael Manley. The new government is on record as 
supporting an increased role for the private sector and as 
encouraging private foreign investment. However, until the new 
government reveals its economic plan, new trade and investment 
ventures by American and other foreign business will probably 
remain in abeyance. 





PART A - CURRENT ECONOMIC SITUATION AND TRENDS 
1979 


Jamaica's economic performance, as reflected in the key 
indicators, continued to be unfavorable in 1979. Real 

GDP fell 2.3 per cent, the sixth consecutive year of 
negative growth, as total production realized a level 

17 per cent lower than the maximum recorded in 1973. 

With the exception of the tourism industry, which continued 
its rebound from disasterous seasons in 1976 and 1977, 
other major economic sectors -- bauxite/alumina, 
agriculture, and manufacturing -- experienced further 
declines in 1979. The Government sector's performance was 
similarly disappointing. In spite of the Government's 
goal to hold the growth of public sector expenditures 
below anticipated revenue growth and to substantially reduce 
spending in real terms, this goal was not accomplished; 
instead, total expenditures exceeded estimates by almost 
10 per cent and overall revenue fell short of projections, 
creating a budget deficit equal to 15 per cent of GDP. 
Wage increases, which were to be limited to a 10 per cent 
average in 1979, overshot this prescribed figure, while 
unemployment climbed to 31.1 per cent by October 1979. On 
a brighter note, the December-to-December rate of increase 
in the Consumer Price Index fell to slightly under 20 per 
cent in 1979, a significant improvement from a nearly 50 
per cent increase in the preceding year. 


Jamaica's balance of payments remained its principal 
economic problem in 1979. The islanc's current account 
deficit doubled from the 1978 level to $228 million, 
signifying both a widening trade imbalance and rising debt 
service payments as a consequence of the country's higher 
external indebtedness and rising interest rates in 
international capital markets. Increases in tourism 
receipts and transfers from abroad did result, however, in 
a positive balance of services and transfers, and non- 
traditional exports -- with strong gains in the CARICOM 
markets -- improved by 12 per cent to a $151 million total 
in 1979. The overall value of Jamaica's 1979 exports 
increased marginally, while the value of imports (pushed 
by the oil bill) grew by 17 per cent over the same period. 





Net capital inflows, which in the 1960's and early 1970's 
financed Jamaica's traditionally large current account 
deficits, amounted to less than half of the current 
account deficit in.1979, aggravating the GOJ's tenuous 
international reserves position. 


CURRENT OUTLOOK 


Overall Economic Performance 


As Jamaica's heavily import-dependent economy increasingly 
gears down because of a severe foreign exchange shortage, 
GDP will further decline by an estimated 2.5 - 3.0 per cent 
in 1980. The country's unemployment rate, fueled by 
widespread plant closures due to a lack of imported raw 
materials, climbed to 35 per cent by mid-year. Inflation, 
as expressed in the Consumer Price Index, has accelerated 
to a 36 per cent annual rate during the first half of 1980 
but should average 30 per cent for the year. No significant 
improvement in any of these areas can be expected in the 
immediate future. 


Outlook for Key Sectors 


-- Bauxite/Alumina: Total bauxite and alumina production 
will likely exceed IZ million metric tons in 1980 -- the 
highest level since 1974 -- and net $220 million in direct 
Government revenue in 1980, a 13 per cent increase over 1979. 
To enhance the potential of the sector, which is already the 
country's main source of official foreign exchange earnings, 
the Government has embarked cn a program to encourage greater 
production from existing facilities and to promote the 
development of additional capacity. In this context, in 
1979, the Government established a reduced basic bauxite levy 
rate and introduced an incentive program which provides 
even lower levy rates for incremental production. In order 
to expand current capacity, the Government is now engaged 
in negotiations which, if successful, could result in 
$1.0 billion in new investment in the sector and would 





increase bauxite capacity by 25 per cent. 


-- Tourism: With anticipated gross foreign exchange 
revenues in excess of $200 million for 1980, the tourist 
industry will experience its third consecutive year of 
growth, reversing poor performances in 1976 and 1977. 
Violence associated with 1980 national elections and 
recessions in Jamaica's principal tourist markets will, 
however, have an adverse impact on tourism levels as they 
did in 1976 and 1977. The sector's earnings, in the 
second half of 1980 and the early part of 1981, will be 
based on the extent to which the Government can quell 
social unrest and promote its image in major overseas 
markets. 


-~- Agriculture: A lack of imported inputs, inefficient 
Government participation in the sector, damaging floods, 
and a volatile labor situation all hampered agricultural 
production in 1979 and continued to have a negative 
influence on 1980 production. The sector remains, however, 
the country's single largest employer, with 200,000 
workers, accounts for roughly 10 per cent of GDP, and 

in 1979 contributed foreign exchange earnings of $100 
million, making it Jamaica's third largest sector in this 
regard. Hurricane Allen, which lashed Jamaica's north 
coast in August 1980, caused serious short-term losses for 
the already ailing banana industry, the sector's most 
important foreign exchange-earning crop after sugar. If 
foreign exchange for requisite fertilizer, pesticides, 
machinery, and spare parts can be obtained, agriculture 
could show substantial improvement in 1981 and beyond. The 
Government has announced important revitalization plans for 
the dominant but problem-riddled sugar and banana crops, 
though funding sources for these programs remain uncertain. 


-- Manufacturing: The decline in the manufacturing 
sector which began in 1976 continued in 1979 as overall 
output fell 3.4 per cent. Exports of manufactured goods, 
however, gained substantially. In 1980, this pattern should 
be maintained as more Jamaican manufacturers re-orient 
towards the export market. Manufacturing output could fall 
about 4 per cent in 1980, while exports, at least as a 
percentage of total production, will continue to increase. 





The largest downturns will be experienced in the small 
assembly and processing areas (such as in textiles, 
shoes, and furniture), which are heavily dependent on 
‘imported raw materials and on sales to the sagging 
domestic market. The sector's best prospects are in 
industries which have relatively successfully weathered 
Jamaica's economic decline: food processing will further 
benefit from the agricultural sector's gains in meeting 
local food needs and production in the chemical, 
pharmaceutical and cosmetic industries should also show 
gains in 1981. 


-- Government Sector: The Government's budget for 
JFY-81 (April 1980 - March 1981) was not finalized until 
May 1980 and will be modified to accommodate disaster 
relief contingencies after Hurricane Allen. It appears 
doubtful that the Government will reduce its overall 
deficit as planned because higher than budgeted wage 
increases for Government employees (often in the form 
of tax-free allowances) and other expenditure increases 
have been coupled with falling revenue due to the 
country's economic downturn. Performance in Government- 
owned companies -- including the national airline, cement 
company and various agricultural concerns -- has also 
failed to meet expectation and has added to the 
Government's financial woes. To improve this situation, 
the new Government may consider selling a number of its 
companies, in addition to cutting its payroll and reducing 
or restructuring social programs. Even with these moves, 
continued deficit spending can be expected to add to 
inflationary pressures in the future. 


Balance of Payments 


Due to a combination of sagging export performance, a 
sharply rising oil bill, mounting debt service, and net 
private capital outflows, Jamaica's balance of payments 
will continue to restrict economic activity. To cope 

with its payments imbalance, Jamaica sought and received, 

in 1978 and 1979, IMF financing for a large portion of its 
foreign exchange needs. However, following the Government's 
December 1979 failure to meet the net foreign assets target 





(among others) established under its IMF agreement, Jamaica 
-lost access to $183 million in foreign exchange for 1980 
from the IMF's Extended Fund and Supplementary Financing 
Facilities. Intense negotiations for a revised IMF program 
followed but, at the end of March 1980, the Government 
announced that the conditionality attached to the new IMF 
financing program would be too onerous for the country to 
bear. 


To replace the foreign exchange lost by its abandonment of 
the IMF programs, the Government announced its intention to 
pursue an “alternative economic path" financed by external 
loans. It has had little success in obtaining new foreign 
financing and now faces the possibility that it will have 
to face a choice between current imports of food and fuel 
or continue debt service. Eventual debt rescheduling and 

a prompt resumption of negotiations with the IMF are 

likely now that national elections have been held. 

However, neither the commercial banks nor the IMF are likely 
to make any decisions until they study the economic program 
of the new government. If this program effectively 
addresses the many and serious problems of the economy, the 
foreign financing which may then become available, 


especially a large, multi-year IMF program, could enable 
the country to achieve the economic growth of which it 
is capable. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


Given its natural resources, its proximity to the United 
States market, preferential access to the EEC, a well- 
developed infrastructure and financial system, low real 
wages by Caribbean and Central American standards, and 
excellent shipping connections to North and South American 
and European markets, Jamaica has the potential to escape 
from its economic doldrums. Since 1973, a combination of 
factors -- including the real and perceived anti-U.S. and 
anti-private sector policies of the Manley Government, the 
flight of capital and skilled people and, perhaps more 
importantly, its staggering balance-of-payments deficit -- 





have soured U.S. business on new trade and investment 
cpportunities with Jamaica. The result of the 

national election could improve the climate, 

but most American companies contemplating new ventures 

in Jamaica will adopt a wait~-and-see attitude until the 
country's economic course is decided by the new Government. 


Trade and Trade Opportunities 


Primarily because of a drastic increase in Jamaica's oil 
bill, the U.S. share of total imports fell by 16 per cent 
in 1979, but still accounts for roughly a third of the 
island's external purchases. U.S. trade with Jamaica has 
continued to be conditioned by Jamaica's foreign exchange 
shortage: all goods imported into Jamaica must receive an 
import license from the Trade Administrator, who bases 

his decision on the Government's import priorities and 

the availability of foreign exchange. As foreign exchange 
is now extremely limited, and arrears in foreign payments 
are now in excess of $100 million, import licenses are 
issued only for the most critical goods. Fuel and debt 
service receive the bulk of the central bank's hard 
currency, followed by inputs necessary for local production 
and for food. This equation leaves little room for expanded 
imports into Jamaica, and also adversely effects Jamaica's 
ability to export because needed inputs are unavailable or 
in short supply. 


This situation has meant that increasingly few American 
firms do business in Jamaica and, unless corrected soon, 
will make it difficult for the United States to maintain 
its already reduced economic ties with the island. U.S. 
cemmercial banks are reluctant to issue letters of credit 
to finance imports because of the Government's precarious 
foreign exchange situation and already advanced arrearages, 
and U.S. suppliers are usually unwilling to advance between 
180 and 360 day credit which is all but required to secure 
an import license. Further, because of the country's 
economic difficulties, the U.S. Export-Import Bank now 
carefully scrutinizes proposals involving Jamaica; while 
there is no prohibition vis-a-vis Jamaica, few loans have 
been forthcoming recently. It is noteworthy, however, 





that if and when Jamaica's foreign exchange position 
improves, and needed inputs become available, a variety of 
the island's exports are eligible for the U.S. Generalized 
System of Preferences, as well as concessional access to 
European markets under the terms of the recently updated 
Lome Convention. 


Investment 


The former Manley Government had continued to insist that it 
welcomed U.S. and other foreign investors. But, in the 
view of foreign investors, this invitation had been 
tempered by the Government's cft-stated commitment to 
socialism and economic independence and undercut by 
strident rhetoric against capitalism and "international 
imperialism". This investment climate, which had 
progressively worsened since 1974 when the Government 
unilaterally imposed a stiff levy on the bauxite/alumina 
industry, had caused foreign investors to lock elsewhere. 
Potential new investors, who will be encouraged by 

. the new Jamaican government to consider joint ventures 
with either the Government corporations or the country's 
private sector, should obtain written agreements on 
subjects such as the repatriation of profits, royalties, 
and fees, import license requirements, and the like, in 
view of Jamaica's ongoing tight exchange controls. It is 
unlikely, however, that substantial new investment will 
occur until the new Government has formulated an economic 
strategy and guidelines for foreign business. The new 
Jamaican Labor Party Government under Edward Seaga is expected 
to be more active in seeking private foreign investment 
and financial assistance from traditional Western donors. 


*% U. S. GOVERNMENT PRINTING OFFICE: 1980—341-007/341 





LOOKING FOR A GOOD 


market 
research 


tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, community, commercial, or 
economic conditions in more than 100 coun- 
tries. 

Included is all in-depth market research 
performed by Commerce's Export Develop- 
ment offices in support of the Department's 
trade promotion programs. 

About 50 reports, sent to Washington by 
U.S. Embassies and Consulates abroad, 
are received and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
U.S. Department of Commerce 

5285 Port Royal Road, 

Springfield, Virginia 22161 

Telephone: (703) 487-4630 


or your nearest 
U.S. Department of 
Commerce District Office 


or 
International Trade Administration 
Export Communications—Room 4009 
Attn: FMR Index 

U.S. Department of Commerce 
Washington, D.C. 20230 

Telephone: (202) 377-2373 
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DAN Se 
TOUR OF 
POTENTIAL 
MARKETS 
WITH 


OVERSEAS 
BUSINESS 
REPORTS 


TRAVEL with Overseas Business Reports 
(OBRs)—60 a year—to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


trade patterns 

industry trends 

distribution channels 

transportation facilities 

trade regulations 

prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
Take a look at the country’s 


foreign trade 

foreign investment 
finances 

economy 

basic economic facilities 
natural resources 
population 


SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to a// major 


trading countries. 


VIEW other special reports such as: 


Appraisal of China’s Foreign Trade Poliy 
Basic Data on the Economy of the Soviet Union 


cz 

e 

e A Business Guide to European Common Market 

e A Guide to End Users and Research Organizations 
in Hungary 

e Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $40 a year by mailing 
the coupon below. 


(Single copies are available for $1.25 each from the Publication Sales Branch, Room 1617, 
U.S. Department of Commerce, Washington, D.C. 20230.) 


(please detach here) 


SUBSCRIPTION ORDER FORM 


ENTER MY SUBSCRIPTION TO OVERSEAS 
BUSINESS REPORTS at $40 a year. 
Add $10 for foreign mailing. 


Send Subscription to: 


its possessions. 


NAME—FIRST, LAST 


No additional postage is required for 
mailing within the United States or 


0 Remittance Enclosed 
(Make checks payable 
to Superintendent of 
Documents) 


Charge to my Deposit 
Account No. 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


STREET ADDRESS 


STATE 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 





